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Patrick I Crocker
Y00 Comerica Bldg
Kalamazoo, M1 49007

Mr Crocher

s letter 15 1 response to the April 2001 FCC Form 499-A filings that were submitted
tor American Cyber Corp (Filer 499 [D 819152), Inmark, Inc (Filer 499 [D 814681),
Lolel, Inc (Fiter 499 [D 819390), Piotel Advantage, Inc (Filer 499 1D 809181), and
(Coleman Enterprises, Inc Thesc {ilings reported zero revenue [or all of these companies
for the penod of January - December 2000

Attached to cach 499-A filing {or the above mentioned companies was an addendum that
stated QAL lnc. was required to file the 499-A [ilings for these companies and pay all
universal service charges rclated to these filings  This 1s not true according to FCC
Rules Please see pages 4-7 ol the Instructions to the Telecommunications Reporting
Workshect (attached) Each legal cntity 1s required to file their own 499-A filing
reporting their own revenue  QAl may have provided a scrvice to these companies in the
past. but they arc not obhigated to file 499 filings for any of their resellers

In the addendum, 1t 15 pointed out the QAI has agreed to file 499 filings on behalf of
these compamies, as proven in their August 21, 2000 letter  Thus letter states that QAT
will be filing the September 1, 2000 FCC Form 499-S on their behall’ There 1s no
mention of any [uture Nlings, other than the Seplember 1. 200 499-S. Therefore, all of
the above mentioned compamnies are required to submit the Apnil 1, 2001 FCC Form 499-
A on their own behalf

Not all companics are required to contribute directly to the Umiversal Service Fund  The
foltowing excerpls from the I'CC's Form 499 Instructions on pages 5-7, will help 1o
cxplam what companies are exempt from contributing to the Universal Scrvice Fund

Unitversal servece exceplion for de mnimis teleconunncations providers

Section 34 708 of the Commussion s rules states that ieleconumuncations carriers and
telecomnuncations pion ders are not1equred 1o contribute 1o the wnn ersal sem 1ce SHppOrt
mechiamsins for a goveen year of hewr contnibution for that vear i fess than $10.000
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Providery should complete the table comtamed m Figure | to determmne whether they meet the de
munnis sandard - To complete Figure I, potential filers must first complete block 4 of the
Telecommmncations Reporting Worksheet and emter the amounts from Line 420¢d} and 420(¢)
Frgwre 1 Telecommumeations providers whose esumated contributtons to universal service
support mechansms would be lesy than $10,000 are considered de muinus for universal service
contribution pro poses and will not be vequar ed to conihute directly to unversal service support
HCCRanI

Exception fol vovernment, broadeasters, schools and lithraries

Certenn enittios are explicnly exempied from contributing directly (o the wversal service support
mechansms and  need  not file s worksheet Government  entutes  that  purchase
telecomunications services w bulle on behall of themselves, e g . state networks for schools and
libraries., are nor requu ed 1o file or contiibute diectly to wversal service Public safety and local
governmenial ennnes licensed wnder Subpart B of Part 90 of the Connmission's rules are not
reuired 1o file or comtribute directh o unversal serviee . Sintdarly, of an enuty provides ontersiate
telecommunications exclusovedy to public safeny or government entities and does not offer services
1o others, that eniny s not required 10 file or contribwe drectly (o wiversal service I addition,
hroadcasters, non-profit schools, non-profir librarres, non-profit. colleges, non-profit universities,
and non-profit health care providers are not required to file the worksheet or contribute direcily (o
win ersal servie e

Fvcepnion for sysienns witegrators ditd self providers

Svaiems riegiators that derive less than five percent of therr systems niegration revenues from
the resale of relecommunications e not 1 equired to file or contribure directly to universal
service  Svsicms mtegrators are providers of miegrated packages of services and products that
mav nclude the provision of computer capabilities. nlerstate telecommunicalions services.
remate data processing services, back-office duta processing, management of customer
relationshups with underlying carviers and vendors, provision of telecommunicanons and
computer equipinent. equipment mamienance, help desk functions, and other services and
producty)  Fafiies that provide services only (o themselves or to commonly owned affillates need
e fife

Unless the above mentioned companies quahfy for one of these exemptions, they will
have a duect conlribution obhigation to USAC  Underlying carriers can not assume that
responsibility on these compamies behall

Plcasc subimit completed Apnl 1, 2001 FCC form 499-A filings to the following address
as soon as possible

Form 499- DCA

Aun Lon S Terraciano
s0'S Jefferson Rd
Whippany, NT7981

80 Sourh Jefferson Rd Whippany NJ 07981
Visttus online ai hiip Zwww universalservice org
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If you need help completing the 499A, please contact the Form 499 help lme at 973-560-
4460 or through e-mail at Forma99@neca o1p

| trust this information provides you with the background necessary to resolve your

questions/concerns  Please contact the Form 499 help line at 973-560-4460 with any
further questions

I'hank vou
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ce Biil Davis (PW(O)
Lesa Harter

8t South Jetlerson Rd Whippany NJ 07981
Visitus onlme at hitp www universalservice org
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INDEPENDENT MARKETING AGREEMENT

This [ndependent Marketing Agreement ("Agreement”) is made as of Septcmber@,
1998 (the "Effective Date™), by and between QAI, Inc., 2 Minnesota corporation ("QAI") and
Lotel, Inc., a Mimnesora corporation ("Marketer™).

A. QAI designs, markets and implements long distance network programs.

B. QAI and Marketer desire to enter into a relationship on the terms detailed in this
Agreement pursuant to which QAI will provide long-distance telecommunications products to
Marketer's Customers and related services to Marketer.

Therefore, in consideration of the foregoing premises and the covenants contaned in this
Agreement, and for other good and valuable consideration, the receipt and adequacy of which are
hereby acknowledged, QAI and Marketer agree as follows: )

L MARKETING AND SALE

(a) Marketing. QAI grants to Marketer and Marketer accepts the non-transferable,
non-exclusive right to market the products and services of QAI described on Schedule 1 (the
"Products”) to appropriate persons and entities throughout the United States. Marketer may not
change the Products in apy way for any Customer (defined below). QAI may change the
Products from time o time in it3 discretion, and may, in its discretion, choose any long distance
cartier {the "Carrier") as the underlying provider of Products and purchase those Products
directly from the Carrier or otherwise. QAI reserves the right, in its reasonable judgment, to
change a Customer’s Products based upon competitive pressures, volume, service provided and
other similar criteria and may make amry additional modifications with respect to a Customer as it
deems necessary or desirable to ensure competitiveness, efficiency, economic viability, or
Customer satisfaction. Marketer shall have no exclusive or protected territories, customers,
Products, or other exclusivity rights hereunder.

(b)  Customers. Each party solicited by Marketer to purchase the Products will be
deemed a "Customer" of Marketer when the Customer has elected to purchase the Products. A
Customer's service order is "Provisioned” when accepted by QAL in its discretion, provided that
provisioning may also be subject to acceptance of the Customer by the applicable Carrier, in its
discretion. Customers of Marketer and customers of QAI or other marketing agents of QAI that
have been Provisioned by QAI are referred to herein collectively as "Clients.”

(©) Prohibited Marketer Activities.

1] Marketer shall not at any time during or after the term of this
Agreement (A) wansfer or convert or attempt to transfer or convert any
Client from use of the Products or other products or services provided by
QAL (B) utilize any Client list or any information relating to Clients for
any reason other thag performance hereunder, (C) market or sell to Clients
any services or products of any party other than QAI at any time that such
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Clients are doing any business with QAI, or (D) market QAI Products to
Clients other than Customers.

(ii)  Marketer shall not at any time during the term of this Agreement
and for a period of three (3) years thereafter, directly or indirectly

(A) induce or attempt to influence any vendor, marketing agent, potential
client with which QAI or any of QAI's marketing agents has had
substantive discussions regarding provision by QAI of long distance
telecommunications services, or other business related contact of QAl
(collectively, the "QAI Affiiates") to terminate it relationship with QAI,
or (B) establish any business relationship with any QAI Affliate
concerning the design, marketing, operation, provision or implementation
of any long distance telecommunications product or service:

(@)  Marketer's Use of Sub-Contractors or Agents. Marketer shall have no right or
authority to establish or utilize agents, subcontractors, multi-level marketing/sales arrangements
or any other indirect markcting arrangements in connection with Marketer's performance
hereunder, except that Marketer may utilize sub-contractors that are direct coutractiog parties
with Marketer and thus are "one-level down" from Marketer in Marketer's structure 1o assist
Marketer in performing hereunder, provided that Marketer will remain responsible for all
obligations hereunder delegated to a sub-contractor and for all actions by its sub~contractors, and
provided further that Marketer shall promptly disclose to QAI the identity of any sub-contractor
and the nature of the sub-contractor's chities, shall provide to QAI copies of all contracts or other
agreements between Marketer and any subcontractor, shall obtain QAT's prior written consent to
the sub-contractor arrangement, which consent can be withheld or withdrawn at any time, and
shall require such sub-contractor to comply with the terms of this Agreement. Marketer shall
have no rights or remedies, nor shall it bring any claims, against QAI arising out of or refating to
Marketer's utilization of any sub-contractor or agent.

2. COMPENSATION, ADVANCES AND PAYMENTS

(a)  Marginps. Margins in respect of cach Customer, defined in Schedule 2, belong to
Marketer and will be paid by QAI to Marketer as provided in this Agreement and in Schedule 2.
QAI makes no guarantees or assurances to Marketer of Marketer’s carnings hereunder and
Marketer's right to Margins will cease as provided in Section 2(d) and Section 5(c). Except for
payment of Marpins and any other payments specifically provided for in this Agreement, QAI
will have no obligations to make any payments to Marketer umder this Agreement, reimburse
Marketer for any expenses, cover any of Marketer's costs, or provide any support or benefits ta
Marketer. If Margins for any given calendar month are pegative, QAI will not make any claim
against Marketer for any cash payment in respect of such negative amount, but such negative
amount may be applied by QAI to offset any Margins or other payments presently due or to be
due in the furure to Marketer.

) _ Advances. QAI may, in its sole discretion and from time to time, make advances
to Marketer in respect of Margins that may become payable by QAI to Marketer ("Advances™.
Advances shall be repayable by Marketer to QA] on demand, and shall bear interest at a floating
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rate equal to the Wall Street Journal Prime Rate from time 1o time plus 1.5% or, if lower, the
maximum interest rate permitted by law. QAI may in its discretion withhold and offset any
Margins or other payments due to Marketer from QAI against amounts owing by Marketer to
QAI in respect of Advances, including interest due thereon. If QAI purchases from Marketer the
Margin rights for all Customers pursuant to Section 2(d) and the outstanding Advances to
Marketer and interest thereon exceed the price payable by QAIJ under Secrion 2(d), QAI will not
make any claim against Marketer for any cash payment in respect of such excess but such excess
may be applied by QAI to offset other obligations of QAI to Marketer.

(¢©) No ecuri ent. As a condition to Advances, QAI may in its
discretion require Marketer to execute and deliver to QAI a promissory note and security
agreement in a form satisfactory to QAl, granting to QAI, among other things, a securiry interest
in Marketer's tangible assets, its rights to Margins and any other payments hereunder, its accounts
receivable, its rights to its Customer relationships and contracts and its rights to relationships and
contracts with other cusiomers.

(d) Margino Buyout. QAI may at any time and from time to time during the term of
this Agreement and thercafter in its discretion, upon notice to Marketer, purchase from Mariceter
any or all rights of Marketer to receive Margins hereunder and any other paymenis in respect of
Products provided to Customers ("Margin Buyout™). Such right may be exercised ona
Customer-by-Customer basis, or for all Customers of Marketer at the time of such exercise. If
QAI exercises the right on a Customer-by-Customer basis, the purchase price payable by QAI for
Margin Buyout in respect of a Customer will be six tmes the average monthly Margins
attributable to that Customer for the most recent three coruplete calendar months preceding
exercise (or such fewer number of complete months for which Margins have been payable). If
QALI exercises the right for all Customers, the purchase price payable by QAI will be six times an
amount equal to the quotient obtained by dividing all Margins payable to Marketer for the most
recent three complete calendar months preceding exercise, other than Margins payable in respect
of Customers whose Margin rights have already been purchased by QAI or who have ceased
purchasing from QAI products marketed to them by Marketer, by three (3). Any Margin Buyout
purchase price will be paid in three (3) equal installments, with the first installment payable on
the date of exercise and the next two installments payable 30 and 60 days thereafter, respectively,
provided that QAI may, in its discretion, make all three installments in a single lump sum
discounted ro present value at a discount rete of ten percent (10%). Following exercise by QAI
of its rights under this Section 2(d), QAI shall remain responsible for billing and collections with
respect to each such Customer and shall become immediately responsible for all customer service
10 each such Customer, and Marketer shall retain its regulatory certifications required in
connection with provision of long distance services to each such Customer and remain
responsible for all of its other obligations under this Agreement, including legal and regulatory
compliance. QAI may require Marketer 10 execute any documents reasonably necessary or
appropriate to effect or document QAI's exercise of its Margin Buyout rights and the
commensurate rransfer of rights to QAL

(&) Qffset. QAI has the right, without giving notice to Marketer, to withhold and
offset any Margins or other payments due to Marketer from QAI against any amounts owing by
Marketer to QAL

il
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3. PROCEDURES

(@)

Certain Riphts and Responsibilities of Marketer

€Y Righr of First Refusal. During the tertn of this Agreement, if Marketer
solicits or plans to solicit any potential customers to be provisioned for
telecommunicarions products or services by any party other than QAL Marketer
shall inform QAI in writing of the identities of the other party and the potential
customers and the compensation (including advances and commissions or
margins) potentially payable by such other party 10 Marketer in respect thereof,
and if QAI offers to substantially match the overall compensation offered to
Marketer by such third party, then Marketer shall solicit such potential customers
on behalf of QAI and offer their accounts for Provisioning to QAI pursuant to this
Agreement, including QAI's exclusive right to provide services as described
herein, regardless of whether QAI matches the products or services offered by the
other party.

(if) Best Efforts Marketing. Marketer will represent the Products onlyin a
marnner consistent with information received from QAI, and will use its best
efforts to market, promote and sell the Products in accordance with nonal
business procedures and practices in the industry.

(iit) Coopcmation. During and after the term of this Agreement, Marketer will
cooperate fully with QAI in its efforts to Provision Customers' service orders, bill
and collect Customer debt and provide customer service to Customers, including
but not limited to immediately notifying QAI in the event that Marketer is unable
to address any Customer’s concerns regarding quality of service, authority to
pravide service, billing or collections. Marketer will not retain any third party to
perform any of the services that QAT is to perform under this Agreement.

(tv)  Transmimal. During the term of this Agreement, Marketer will promptly
present to QAl all potential Customers in a2 manner and form specified by QAI for
QALI's approval and acceptance along with any Customer information and
documentation specified by QAL Marketer is responsible for the accuracy and
completeness of all information provided on all QAT forms and documents.

(v)  Tariff and Regulatory Compliance. During and after the term of this -
Agreement, (A) for purposes of any state, federal or other regulatory body

applicable to Marketer or the Services (as defined below) or Marketer's provision
thereof (any such body, a "PUC"), including the Federal Communications
Commission, Marketer is the long digtance provider to all of its Customers,
including Customers for which QA has exercised its right to acquire Margin
rights pursuant to Section 2(d); (B) Marketer is solely responsible for obtaining
and maintaining compliance with all statutes, rules, regulations, orders and other
directives issued by any PUC, including the proper establishment of Marketer’s
rates and fees as such rates and fees are prescribed in this Agreement (“Tariffs"),
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as the long distance provider to Customers, including Customers for which QA
has exercised its right to acquire Margin rights pursuant to Section 2(d), and
Marketer is solely responsible for compliance of its Tariffs with applicable PUC
requirements; and (C) Marketer will maintain all records required by applicable
stanite, rule or regulation to be kept by Marketer for such period of time as is
required by such stanute, rule or regulation, and make those records available to
QAI upon its request.(vi)  Services Provided by Marketer. During the term of
the Agreement, Marketer will perform the services described in Schedule 3 (the
"Services") to the best of its abilities and will not violate any laws or regulations
during its performance of the Services. Marketer will be solely responsible for
ensuring that its operations comply with all legal and regulatory requirements.

(vii) Limitatio of Certificatjons. In the event that Marketer obtains

from a PUC any certification or other license or permjit to provide any of the
Services (a "Certification") after the Effective Date, or in the event that QAT has
made an Advance or loaned any other monies to Marketer which remain
outstanding at the time that Marketer obtains a Certification, or in the event
Marketer uses a Certtfication obtained prior to the Effective Date in connection
with provision of the Services after the Effective Date, Marketer shall not use
such Certification other than in connection with performance under this
Agreement.

(viii) Rights with Respect to Certifications,

€] In the event that Marketer is unable to repay an Advance or any other
monies owed by Marketer to QAI in accordance with the terms of this Agreement

© or any other agreement between Marketer and QAI (collectively, "Marketer
Iudebteduness"), QAI may at any time that such Marketer Indebtedness remains
due and outstanding require Marketer to transfer all of Marketer's Certifications
and all associated rights to QAL and if such transfer is made, then thereafter QAI
shall not make any claim against Marketer for cash payment by Marketer to QAI
in respect of the Marketer Indebtedness, provided that QAI shall retain the right to
recover any Marketer Indebtedness through offset by QAJ of any obligations of
QAI to Marketer against such Marketer Indebtedness.

(b)  In the event that there is 2 change of control of Marketer or if Marketer
should cease to operate its business for any reason whatsoever, QAI shall have the
right to purchase all of Marketer's Certifications at a price of $1,000 per
Certification. For thesc purposes, "change of control” means (i) sale or other
transfer of all or substantially all of the assets of Marketer, (i1) salc or other
transfer of any assets of marketer used by Marketer primarily in performance
under this agreement, other than transfers of obsolete assets or other transfers in
the ordinary course of business, or (iii) the acquisition by any person, entity, ot
group of persans or entities, after the Effective Date, of more than half of the
voting power or equity interest in Marketer,
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®)

(c) In the event QAI exercises its rights with respect to the Certifications as
described in (a) or (b) above Marketer shall use its best efforts to take, or cause to
be taken, all actions, and to do, or cause ta be done, all things necessary, proper or
advisable consistent with applicable law to cause the transfer of the Certifications
and all associated rights to QAL

(vili} Quarterly Repogts. During the term of this Agreement, Marketer shall
provide to QAI within 30 days of the end of ¢ach calendar quarter a quarterly
report in a form reasonably requested by QAL including a report substantially in
the form of Exhibit B hereto, such report to include, among other items,
information regarding all persons and emtities to whom or which Marketer sells
telecommunications products or services of any kind, aside from QAI Products,
rogether with information on such products and services sold by Marketer to any
Customer and any other purchaser of any telecommunications services from
Marketer. QAT shall also have the right to request and receive a quarterly balance
sheet and income statement from Marketer within 30 days of the end of each
calendar quarter.

Certain Rights and Responsibilities of QAIL
(i) Best Efforts mngjornirig. QAI will use its best efforts fo ensure the

timely Provisioning of Customers' service orders. However, QAI may, without
penalty or payment, accept or reject any Customer or potential Customer, and may
terminate service to any Customer, at any time, in its discretion.

(i)  Billing, Collections and Customer Service. During and after the term of
this Agreement, subject to Section 3(b)(i), QAT will serve as Marketer's exclusive

billing and collection agent with respect to Customers of Marketer, having the
sole right and responsibility to bill and collect from those Customers. During the
term of this Agreement, QAI shall have the right to oversee and control Marketer's
provision of customer service to its Customers and the right to take over the
provision of customer service to any or all of Marketer's Customers if QAI
determines, in its reasonable discretion, that Marketer is unable to perform
customer service effectively. If QAI exercises its right to take over the provision
of customer service to any or all of Marketer's Customers, with respect to such
Customers, QAI shall thereafter serve as Marketer's exclusive customer service
agent having the sole right to provide customer service to such Customers dufing
and after the term of this Agrecment and QAT's customer service costs shall be an
“allocable charge” for Margin calculation purposes. QAI may, in its sole
discretion, maice provisions for another entity or entities to bill, collect from or
provide customer setvice to the Customers on its behalf.

(iify QAI Reports QAI will supply Marketer on a timely basis with standard
QAl reports to track revenue assaciated with Customers placed with QAI by
Marketer.
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4. CONFIDENTIALITY

Marketer acknawledges that during the course of its relationship with QAL Marketer will
obtain information regarding QAI's business and will have personal contact with QAI's current
Clients and QAI Affiliates. In addition 1o the restrictions set forth in Section 1(c), Marketer will
not during the term of this Agreement and indefinitely thereafter, disclose to any third party or
use for any purpose other than performance herennder any Proprietary Information. For purpeses
of this Section 4 and Section 5(b), "Proprietary Information" means any information about the
business or operarions of QAI including, but not lirnited to, QAI Affiliates, QAI's current and
past Clients, products and services, pricing schedules, discount policies, market and sales
strategjes, any information or compilation of information possessed by QAI which derives
independent economic value, whether actual or potential, from not being generally known or
readily ascertainable by proper means to other persons, including computer programs, operating
instructions, source documents and data, mailing lists, the nature of the Services, and any other
know-how or thing, either tangible or intangible, that is not information generally available to the
public. "Proprictary Information” also includes this Agreement, the terms of which will be kept
strictly confidential by Marketer.

5. TERM
(a) Termination. This Agreement will terminate:

@ If either party commits a material breach of this Agreement, the material
breach is not cured within thirty (30) days of the date the breaching party is given
notice of its material breach, and the non-breaching party elects to terminate this
Agreement;

(i)  If cither party shall ceasc to do business; provided, however, that the
obligations of both parties to perform according to the terms and conditions of this
Agreement, including QAT's obligation to pay Margins to Markerer for Customers
Provisioned prior to the cessation of business by either QAI or Marketer, shall
continue until any such obligations have been fully performed;

(iii)  Upon the dissolution, liquidation or bankruptey of either QAI or Marketer;
(iv)  Upon the insolvency of either QAI or Marketer;

(v) On the date five (5) years from the Effective Date (the "Termination
Date™);

(vi) In QAT sole discretion, upon purchase by QAI of all Margin rights
pursuant to Section 2(d);

(vii)  Io QATs sole discretion, if Marketer's average monthly Retail Billing

Collections for any period of three (3) consecutive calendar months is below
$300,000;
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(viii) In QAT sole discretion and for cause, without an opportunity to cure, if
Marketer breaches Section 1(¢) or Section 4; or

(ix) InQADTs sole discretion, without an opportunity to cure, if Marketer's
Customers’ collective Bad Debt for any period of three (3) consccutive calendar
months exceeds ten percent (10%) of the total accounts receivable associated with
Marketer's Customers for Products provided by QAT hereunder for that same three
(3) month period. For purposes of thia Sectiop 5(a)(ix), "Bad Debt" is defined as
those accounts receivable associated with Marketer's Customers for Products
provided by QAI hereunder that are uncollected for any reason, including theft of
Products or fraud, after 120 days from the date that billing was processed and sent
to the Customer or a LEC clearinghouse.

Either party may waive or forbear enforcement of this Scetion 5(a) in any particulac
instance, and no such waiver or forbearance will constinme a waiver or forbearance applicable
either in general or to any other particular instance.

(b)  Proprie omnation. Upon termination of this Agreement for any reason,
Marketer shall retun al! Proprietary Information, including documents, encoded media or other
tangible items provided to Marketer by QAl, including a]l complete and partial copies,
recordings, abstracts, notes or reproductions of any kind made from or about such information,
which are exclusively the property of QAL

© Margips. Subject to Section 2{d), QAI will continue to pay any Margins to
Marketer in respect of each Customer for up to three years after termination of this Agreement as
long as QA receives Retail Billing Collections (as defined in Schedule 2) from such Customer
for Products marketed by Marketer. However, QAI may reduce Margins payable to 50% of the
rate otherwise specified herein if Marketer is no longer providing any Services under this
Agreement and QAI may stop paying Margins if QAT has terminated this Agreement pursuant to
Section 5(aXi), Section 3(a)(viii), or Section 5(a)(ix). Further, where this Agreement is
terminated pursuant to Section 5(a)(viir), QAI may recover (directly or through offset), with
respect to any Custotner Marketer causes, directly or indirectly, to switch in whole or in part to
the products or services of a QAI competitor or to which Marketer sells any services or products
of any party other than QAI, any Margins paid to Marketer with respect to such Customer for the
three (3} month period prior to QATs loss of such Customer.

(dy  Effect of Termination. Termination of this Agreement will not terminate QAT’s
exclusive right to provide to Customers the long-distance telecommunications and scrvices
described herein, aud to provide to Marketer the billing, collection, customer service and support
services described herein. In addition, terms and provisions in this Agreement that by their sense
and context are intended to survive the completion of performasnce or termination of this
Agreement, including without limitation the provisions of Section 3(a)(vii) and (viii), Section 4,

Section 5 and Section 6, shall so survive.
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6. INDEMNITY

Each party hereto (as "Indemnitor”) will indemnify, defend and hold harmless the other
party, persons and entities controlling, controlled by, or under commou control with the other
party, and the officers, directors, employees and agents of any of them (each an "Indemnitee")
from and against any and alf claims, demnands, suits, actions or proceedings (including
administrative, regulatory, governmental, civil or criminal proceedings), liabilities, losscs,
damages, costs, assessipents or payments incurred by Indemnitee arising out of or relating to
(1) any breach of or default under this Agreement by Indemnitor or its agents, subcontractors, or
other delegees, or (ii) the conduct of business or other activities by Indemnitor or its agents,
subcontractors, or other delegees. Indemnitor agrees to reimburse Indemmnitee for all reasonable
costs and expenscs (incinding attorneys' feey) incurred by Indemnitee due to Indemnitee’s direct
participation (either as a party or witness) in any administrative, regulatory, govemmental, civil
or criminal proceeding concerning Indemmitor.

Marketer will inderonify, defend and hold harmless QAI, persons and entities controlling,
controlled by, or under common control with QAL and the officers, directors, employees and
agents of QAI (each a "QAI Indemmitee") from and against any and all claims, demands, suits,
actions or proceedings (including administrative, regulatory, governmental, civil or criminal
proceedings), liabilities, losses, damages, costs, assessments or payments incurred any QAJ
Indemnitee arising out of or relating to any sub-contractor or agency agreement entered into
pursuant to Section 1(d). Marketer agrees to reimburse such QAI Indemnitee for all reasonable
costs and expenses (including attomeys' fees) incurred by such QAI Indemnitee due to such QAI
Indemniiee’s direct participation (either as 2 party or witness) in any adauindstrative, regulatory,
governmental, civil or criminal proceeding concerning Marketer or Marketer's sub-contractor or
agent.

7. MISCELLANEQUS

(@  Relatiopship of Partieg. Marketer is acting as an independent contractor under
this Agreement and not as an employes or agent of QAl. As an independent contractor, Marketer
shall have no authority, express or implied, to commit or obligate QAI in anmy manner
whatsoever, except as specifically authorized from time to time in writing by an authorized
representative of QAI. Marketer will not purport to obligate QAI to any Customers or other third
pardes in any way. Nothing contained in this Agreement shall be construed or applied to create a
partnership or joint venture, or an employer/employee or master/servant relationship. Marketer
will be responsible for the payment of all federal, state or local taxes payable with respect to ail
amounts paid to Marketer under this Agreement and all costs associated with employment and
retention of Marketer's employees and consultants, who shall not be employees or consultants of
QAL; provided that, if QAI is determined to be [iable for collection or remittance of any such
taxes or costs, Marketer will immediately reimburse QAT for all such payments made by QAL
The sole consideration payable to Marketer hereunder is the payment of Margins and Marketer is
not entitled to or eligible for any cmployment or other rights or benefits from QAJ except as may
be provided by separate written agreement.
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(b)  Ne Conflict or Violation. Marketer represents and warrants to QAI that the
execution, delivery and performance by Marketer of this Agreement does not and will not
(i) violate or conflict with any provision of the charter documents of Marketer; (1) violate any
provision of law, statute, judgment, order, writ, injunction, decree, award, rule, or regulation of
any court, arbitrator, or other governmental or regulatory authority applicable to Marketer; or
(iii) violate, result in a breach of or constitute (with due notice or lapse of time or both) a defanlt
under any contract, service or other customer agreement or other agreement to which Marketer is
a party.

(¢)  NgLien or Security Interest on Customer Contracts or Other Assets, Marketer
represents and warrants to QAI that it owns and will own all of its contracts, relationships and
accounts with its customer base, free and clear of any lien, secunty interest, charge or
encurmnbrance, except for any security interest contemplated by this Agreement and any
documents relating to such a security interest. There is and will be no lien, security interest,
charge or encumbrance affecting Marketer's ownership of other Marketer assets, and no financing
statement or other instrurnent similar in effect covering all or any part of such contracts,
relationships or accounts has been or will be delivered or filed in any recording office, except
such as may be filed in favor of QAL

(d)  Use of Names, Logos and Marks. Marketer shall not use the names, logos or
marks of QAI cxcept as specifically provided herein, without the prior express written consent of
QAI Marketer shall not use the names, logos or marks of any Carrier without the prior express
written consent of the Carrier.

() Insurance. At the time of execution of this Agreement and at QAI's request, at any
time during the term of this Agreement, Marketer shall provide QAT with evidence reasonably
satisfactory to QAI that Marketer maintains general liabiliry and errors and omissions insurance
coverage in amounts not less than $1,000,000 for each area of coverage.

) Entire Agreement. This Agreement, together with any schedules and the exhibits
hereto, represents the entire agreement and understanding of the parties with respect to the
subject matter hereof and no representations or warranties or promises have been made in
connection with this Agreement other than those expressly set forth herein.

()  Successors and Assigns; No Third Party Beneficiarjes. This Agreement will inure
to the benefit of, and be binding upon, the parties hereto and their respective successors and

assigns; provided, that neither party may assign or delegate any of the obligations created under
this Agreement without the prior written consent of the other parties. Notwithstanding the
foregoing, QAI will have the unrestricted right to assign this Agreement and/or to delegate all or
any part of its obligation hereunder to any person or entity controlling, controlled by, or under
common coatrol with QAT or to any lender in connection with any financing or 0 any successor
to or assignee of all or substantially all of the business or assets of QAL Except as provided in
Section 6, nothing in this Agreement will confer upon any person or entity not a party to this
Agreement, or the legal representatives of such person or entity, including any Customer, any
nghts or remedies of any nature or kind whatsoever under or by reason of this Agreement.

10
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(b)  Attorpey's Fees. If either party to this Agreement brings any action, suit,
counterclaim, appeal, arbitration, mediation or other proceeding (an "Action”) for any relief
against the other party to this Agreement or any of its affiliates, declaratory or otherwise, to
enforce the 1erms hereof or to declare the rights hereunder, in addition to any damages and costs
which the prevailing party otherwise would be entitled, the non-prevailing party in any Action
shall pay the prevailing party a reasonable sum for ordinary and necessary attorneys' fees and
costs incurred in connection with such Action and/or enforcing any judgment, order, ruling or
award granted therein.

(i) Notice. All notices, requests, waivers, demands, instructions and other
communications required or permitted to be given or made under this Agreement shall be
cffected by personal delivery, by United States mail, registered or certified, postage prepaid with
return receipt requested, by overnight mail or by facsimile. Mailed communications shall be
addressed to the recipient at the address designated below or such other address as may be
designated by the recipient in writing from time to tirne. Facsimile communications shall be sent
to the facsimile numbers below. Notices delivered personally shall be deemed communicated as
of the date of delivery. Mailed notices shall be deemed communicated as of the darte three days
after the date the notice is mailed. Notices delivered by facsimile shall be deemed communicated
when receipt is confirrned.

If o QAL QAl, Inc.
c¢/o Pathfinder Communications, Inc.
7700 Irvine Center Drive, Suite 605
Irvine, CA 92618
Attention; Chief Executive Officer
Facsimile oumber: (949) 453-3320
Phone number: (949) 453-3313

If to Marketer: Lotel, Inc.
§=§§ %23 flf gi Sg;‘fé # (39
G i
Attention: om L MiaTad

Facsimile number: (52 - 8K ( -G RS 2~

Phone number: ¢y 2 -KR{ — F 40

[§) Amendments and Modifications. No amendment, modification or supplement to
this Agreement shall be binding unless it is executed in writing and signed by both parties to this
Agreement at the time of the amendment, modification or supplement.

(k)  Govemning Law. The validity, interpretation and enforcement of this Agreement
and the rights of the parties thereto shall be determined under, governed by, and constmued in
accordance with the laws of the State of California, without regard to the principles of conflict of
laws of the State of California or any other jurisdiction that would call for the application of the
law of any jurisdiction other than the State of California.

11
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4] Consent to Jurisdiction and Forum Selection. All actions or proceedings arising

in connection with this Agreement shall be tried and litigated exclusively in the State and Federal
courts located in the County of Orange, State of California, unless such actions or proceedings
are required to be brought in another court to obtain subject matter jurisdiction aver the matter in
coutroversy. The aforementioned choice of venue is intended by the parties to be mandatory and
ot permissive in nature, thereby precluding the possibility of litigation between the parties with
respect to or arising out of this Agreement in any jurisdiction other than that specified in this
paragraph. Each party hereby waives any right it may have to assert the doctrine of forum non
conveniens or similar doctrine or to object to venue with respect to any proceeding brought in
accordance with this paragraph, and stipulatcs that the State and Faderal courts located in the
County of Orange, State of California, shall have i personam jurisdiction and venue over cach
of them for the purpose of litigating any dispute, controversy or proceeding arising ous of or
relating to this Agreement. Each party hereby authorizes and accepts service of process against it
as contemplated by this paragraph by registered or certified mail, return receipt requested,
postage prepaid, to its address for the giving of notices as set forth in Section 7(i).

(m) [nierpretation and Construction. Headings herein are for convenience of reference
and will not affect the meaning or interpretation hereto. References herein to Sections,
Schedules and Exhibits are to the referenced Scction, Schedule or Exhibit hereof or hereto unjess
otherwise specifically noted. No rule of construction requiring interpretation against the drafting
party hereof shall apply in the interpretation of this Agreement, which was carefully reviewed by
both parties to the Agreement.

(n)  Severability. This Agrcement will be deemed severable, and the invalidity or
unenforceability of any term or provision hereof will not affect the validity or enforceability of
this Agreement or of any other term or provision hereof. Furthermore, in lieu of any such invalid
or unenforceable term or provision, the parties to this Agreement intend that there will be added
as a part of this Agreement a provision as similar in terms to such invalid or unenforceable
provision as may be possible and be valid and enforceable.

(0)  Counterparts. This Agreement may be executed in counterparts, each of which
shall be an original, but all of which shall constitute one and the same document.

12



07/02-2001 14:59 FAX 93254683855 PERRY PERRY & PERRY guze

IN WITNESS WHEREOQF, the parties hereto have exccuted this Agreement on the Effective
Date,

Q "MARKETER"

Lotel, Inc., a Mianesota corporation °

A]ﬂ

o AUIA W KOS

Name—"_ 2 LXe Narne: ot L. ODiel=
(&0

Title: Title: SE&E& deon T
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SCHEDULE 1 TO INDEPENDENT MARKETING AGREEMENT:

PRODUCTS

*PRALE.....conrrniarenan $0.25/minute anywhere in the US and Canada

*$2 50 monthly Service Fee / Usage Charge for Customers who use less than
$25.00/month in Long Distance

*Internatiopal Rates can be supplied by QAI

sSubject to change by QAI ar OAD's discretion. QAl may choose any Carrfer as the underlymg provider of
Products.

14
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SCHEDULE 2 TO INDEPENDENT MARKETING AGREEMENT:

MARGINS

Margins shall be calculated and paid in the following mamner:

1.

2,

Calculation of Margins

aj "Margin" of & Marketer means the difference between "Retail Billing
Collections” for that Marketer's Customers for a calendar month for Products marketed by
Marketer apd the "Allocable Charges" allocated to that Marketer's Customers for that
calendar month.

b) "Retail Billing Collections” means actual receipts by QAI from a Customer of
payments in respect of Long Distance usage provided by QAl in a particular calendar
month, not including any utility taxes, monthly recurring charges, directory assistance,
and/or other non-usage based charges.

c) "Allocable Charges” means all expenses accrued by QAI for a particular calendar
month and attributable to Customers, including, but not limited to, wholesale long
distance usage, any customer service costs, billing costs, bad debt, collection costs,
verification costs, customer credits, primary interexchange carrier ("PIC") dispute
charges, NECA charges and any other costs aud charges allocable to Customers, plus a
management fee of fourteen percent (14%) of Retail Billing Collections for Customers.

Payment of Margins. QAI will pay Marketer the Margins for each calendar month within

thirty (30} days of collecting substantially all (at least 90%) of the accounts receivable
attributable to Long Distance usage by Marketer's Customers during that calender month, subject
to offset as provided in the Agreement.

15
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SCHEDULE 3 TO INDEPENDENT MARKETING AGREEMENT:

MARKETING SERVICES PROVIDED TO QAI

Telemarketing services for the purpose of acquiring telephone usage customers that are to be

provisioned, billed and collected by QA and, subject to Section 2(d) and Section 3(bXij) of the
Agreement, provided with customer service by Marketer.

16
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EXHIBIT B TO INDEPENDENT MARKETING AGREEMENT:

[FORM OF]

QUARTERLY REPORT OF LOTEL, INC. ("Marketer")
FOR THE CALENDAR QUARTER ENDING

Marketer represents 10 QAL Inc. ("QAI™) that the attachment hereto contains a true and
correct list of the names and addresses of entitics to whom or to which Marketer or any agent or
subcoutractor of Marketer ("Sub-Contractor") has sold telecommunications products or
services of any kind, aside from QAI Products (each such entity, a "non-QAI customer"), in this
calendar quarter.

For each non-QAI customer, the attachment bereto contains a true and correct list of (1)
the name and address of the entity or entities who or which provisioned that non-QAI custorner,
(2) the long distance carrier serving as the underlying provider of the products, (3) the type of
product offered to that non-QALI customer, including the rates and fees offered to that non-QAI
customer, (4) the compensation payable to Marketer in respect thereof, and (5) any specific
services which Marketer or Sub-Contractor is abligated to provide to that non-QAI customer.

"MARKETER"

Lotel, Inc,

. Kwe.denT

Attachment.

By
Tis:

OA9E2430 063/8

17
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Instructions to the Telecommunicanons Reporting Worksheet, Form 499-A

C Block 3 and Block 4- _Contributor Revenue Information

Lines (301-302; 401-402) -- copy the Filer 499 ID from Line (101) into Lines (301) and (401). Copy the
legal name of the reporting entity from Line (102) into Lines (302) and 402).

Lines (303-314; 403-420) comain detailed revenue data.
1. Separating revenue from other contributors to the federal universal service support

mechamsms (block 3) from end-user and non-telecommunications revenue {block
4) information (carrier's camer vs end-user)

In the Telecommunications Reporting Worksheet, filers must report revenues using two broad categories:
{1) Revenues from other contributors to the federal universal service support mechanisms; and, (2)
Revenues from all other sources. Taken together, these revenues should include all revenues billed to
customers and should include all revenues on the reporting entities’ books of account.

For the purposes of this worksheet, revenues from other contrnibutors to the federal universal service support
mechanisms are revenues from services provided by underlying carriers to other carriers for resale and are
referred to herein as "carmer's carmer revenues” or "revenues from resellers.” Revenues from all other
sources consist pnmanily of revenues from services provided to end users, referred to here as "end-user
revenues.” This category includes non-telecommunications revenues,

For the purpose of completing Block 3, a “reseller” is a telecommunications carrier or telecommunications
provider that: 1) incorporates purchased telecommunications services into its own offerings; and 2) can
reasonably be expected to contribute to federal universal service support mechanisms based on revenues
from those offerings

Each contributor should have documented procedures to ensure that it reports as “revenues from resellers”
only revenues from entities that reasonably would be expected to contribute to support universal service.
The procedures should include but not be lunited to maintaining the following information on resellers:
legal name; address; name of a contact person; and phone number of the contact person. If the underlying
contributor does not have independent reason to know that the entity will, in fact, resell service and
contribute to the federal universal service support mechanisms, then the underlying carrier should either
obtain a signed statement to that effect or report those revenues as end user revenues.

Note: For the purposes of filling out this worksheet — and for calculating contributions to the universal
service support mechanisms -- certain telecommunications carriers and service providers may be exempt
from contribution to the universal service support mechanisms. These exempt entities, including
"International only” and "intrastate only" camers and carriers that meet the de mimmis universal service
threshold, should not be treated as resellers for the purpose of reporting revenues in Block 3. That is, filers
that are underlying carriers should report revenues derived from the provision of telecommunications to
exempt carriers and providers (including services provided to entities that are de munimis for universal
service purposes) n Lines (403-417) of Block 4 of the Telecommunications Reporting Worksheet, as
appropriate. Underlying carriers must contribute to the universal service support mechanisms on the basis
of such revenues. In Block 5, Line 511, however, filers may elect to report the amounts of such revenues
(1.e., those revenues from exempt entities that are reported as end-user revenues) so that these revenues may
be excluded for purposes of calculating contributions to TRS, LNPA, and NANPA.

{nstructions — Page 15



Instructions to the Telecommunications Reporting Worksheet, Form 499-8

FCC Fonm 499-S, luly 2000
Approved by OMB 3060-0855
I'stimated Average Burden [ours Per Response 5 5 Hours

Telecommunications Reporting Worksheet, FCC Form 499-§

Instructions for Completing the
September Worksheet for Filing Contributions
to the Universal Service Support Mechanisms

Wk ok ok k

NOTICF TO INDIVIDUALS Secuons 54 703, 534 711, and 54713 of the Federal Commumcations
Commussion's tules tequre all telecommuiications carners providing interstate  lelecomrmunications
services, providers of interstate teleconumunications that ofter interstate telecommunications for a fee on a
noa-conunon cartiel basis, and payphone providers that aie aggregators o conlribute to universal service
and file tis Telecommunications Reporting Worksheet (FCC Form 499-5) on September 1, cach year 47
CT R §§ 547053, 34711, 54713 This collecuon of information stems from the Commussion's authonty
under Section 2534 of the Commumnicattons Act of 1934, as amended, 47 U S C § 254 The data in the
Worksheer will be used to caleulate conlrbutions to the universal scrvice support mechanisms  Selected
mlormanon provided m the Worksheet will be imade avarlable to the public in a manner consistent with the
Commission’s rules

W ¢ have estimated that each response to this collection of information will take, on average, 6 hours  QOur
estimate includes the ime to read the mstructions, look through existing records, gather and maimntain the
reguied data, and actually complete and review the form or response [ you have any comments on this
estimate o1 how we can improeve the collection and reduce the burden 1t causes you, please write the
Federal Communications Comimission, AMD-PERM, Washigton, D C 20534, Paperwoik Reduclion
Project (306008550 We also wall accept your comments via the Interner 1f you send them to
Jholev@etie gov Please DO NOT SEND COMPL FTED WORKSHEETS TO THIS ADDRESS

Remember -- You are not required to respond to a collection of informatton sponsored by the Federal
gonemment. and the government may not conduct or sponsor this collection, unless 1t displays a currently
vahd Office of Management and Budget (OMB) control number  This collection has been assigned an
OMB contol number ot 3060-0855

The Commussion 1s authorized under the Communications Act of 1934, as amended, to collect the personal
information we request m this form We will use the mformation that you provide to delermune
contribution amounts  1f we beheve there may be a violation or potential violation of a statute or a
Comumssion 1egulation, rule, or order, your Worksheet may be referred to the Federal, state, or local
agency responsible for mvestigating, prosecuting, enforcing, or implementing the statute, rule, regulation, or
ordet  In certain cases, the information 1n your Worksheet may be disclosed to the Department of Justice,
court, o1 vther adjudicative body when (a) the Comumission, or (b) any employee of the Commussion, or (¢)
the Umited States governmenl, 1s a party (o a proceeding before the body or has an nterest m the
proceeding

It you owe a past due debt to the federal governiment, the taxpayer tdentification number (such as your
t



Instructions (o the Telecommunications Reporting Worksheet, Form 499-5

Far the purpose of completing Block 3, a reseller 1s a telecommunications carrier or telecommunications
service ptovider that 1) incorpotates purchased Lelecommunications services nto its own offerings, and
2) can reasondbly be expected to contnibute 10 federal universal service support mechanisms based on

resenues ftom those ofterings

Note  T'or the purposes of filling out this worksheet -- and for calculating contributions 1o the uniersal
service support mechamisms -- certan telecommumcations carriers and service providers may be exempt
fiont contribution 1o the umversal service support mechanisms  These exempt entities. includmg
"iternational only” and "mntrastate only" carviers and camiers that fall below the de mininus universal
serviee thieshold, should be treated as end users for the purpose of reporting revenues m Block 3 That s,
filers that are undertymg cartiers should report revenues derived fiom the provision of telecormmumications
10 exempt carners and providers (including services provided to entiies that ate de mimmis for univeisal
service putposes) on bane (110)  Underlymg carmiers must ceontribute to the universal service support
mechamsms on the basis of this revenue

I ach contributor should have documented procedures to ensure that 1t reports as revenues from resellers
only revenues froim entiies that reasonably would be expected to contrnibute to support umversal service
The proceduies should melude but not be hmited 10 mamtaining the following mfommation on resellers legal
name. addiess, name of a contact person, and phone number of the contact persen  If the underlying
contributor does not have independent 1eason 1o know that the entity will, in fact, resell service and
contribute to the federal waversal service support mechamsms, then the underlying caimier should enthe
obtain a signed statement to that effect or 1eport those revenues as end user revenues

2 Column (a) - total revenue

The reportmy cnuly must report gross revenues (rom all sources, meluding nomegulated and non-
lelecommunications services on Lines (115) through (117) and these must add to total gross revenue as
reported on Line (118)  Gross revenues should include revenues derived from the provision of nterstate.
mternational, and 1nirastate telecommunications and non-telecommunications services  (iross revenues
consist of 1o1al revenues billed o customers during the filing penod with no allowances for uncollectibles,
settlements. or out-of-peniod adjustments  Gross billed revenues may be distnct from booked revenues
NI-CA pool companies should report the actual gross billed revenues (CABS Revenues) reported to the
NECA pool and not scttlement resenues received from the pool

Where two contribulors have merged prior to filing. the successor company should report total revenues
for the reportng penod for all predecessor operations  The two contributors, however, should continue to
repant separately 1f cach mamtamns separate corporate 1dentities and continues to operate

Gross revenues also should include any surcharges on communucations services that are billed to the
customer and enther retamed by the contributor or renntted to a non-government third party under contract
Gross revenues should exclude taxes and any surcharges that are not recorded on the company books as
revenues but which instead are remitted to government bodies. Note that any charge included on an end
user bill and represented to recover or collect contributions to federal or state umiversal service support
mechanisms must be reported as end user revenue

12



Insltuctions 10 the Telecommunications Reporting Waorksheet, Form 499A

FCC Form 499, February 2000
Approved by OMB 3060-0835
Fstimaled Average Burden Hours Per Respouse 8 Hours

Telecommunications Reporting Worksheet, FCC Form 499-A

Instructions tor Completing the
Worksheet tor Filing Contributions
to Telecommunications Relay Service,
Universal Service, N\umber Administration,
and Local Number Portability Support Mechanisms

% k Gk %k

NOICE O INDIVIDUALS  Scctions 34 703, 34 711, and 534 713 of the Federal Communications
Commussion's rules require all telecommunications carriers providmg interstate  telecomununucations
services. providers ol interstale telecommunications that offer interstate telecommunicattons for a fcc on a
non-conumon carrier basis, and payphone providers that are aggregators to contribute to universal service
and file this 1 elecommunications Reporting Worksheet (FCC Form 499) twice a year. 47 CF.R §§ 54 703,
54711, 34 713 Scchion 52 17 provides that all telecommumcations carmers n the United States shall
contrnbute on a competitively neutral basis to meel the costs of establishing numbering admuustration, and
dircets that contribulions shall be calculated and fited i accordance with this worksheet. 47 C.FR § 52 17.
Secuon 52 32 provides that the local number portabihity adimumistrators shall recover the shared costs of
long-tlerm numher portability from all telccommunications carriers 47 CFR § 5232 Section 64 604
icquires that every carner providing inferstale  telecormmunications  services shall contribute (o the
[elecomumunicaucns Relay Services (1RS) Fund on the basis of 1ts relative share of interstate end-user
telecommumcations revenucs, with the caleculation based on mformation provided mn this worksheet. 47
CFR§ 64 604(c)in}d)

I s collection of information stems (rom the Comimussion's authority under Sections 225, 251, and 254 of
the Commumications Act of 1934, as amended, 47 U S C §% 225, 251, and 254, The data m the Worksheel
will be used 1o calculate contributions 10 the universal service support mechamisms, the telecommunications
relay services support mechanism, the cost recovery mechamsm for numbenng administration, and the cost
recovery mechamism for shared costs of long-term number portability. Sclected information provided in the
Worksheet will be made avarlable to (he public in a manner consistent with the Commission's rules

We have cstmated that cach responsce (0 this collection of information will take, on average, 8 hours  OQur
estimalte includes the time o read the mstructions, look through existing records, gather and maintam the
required data, and actually complete and review the form or response  If you have any comments on this
cstimale, or how we can improve the collecuon and reduce the burden 1t causes you, please wiie the
Federal Communications Commussion. AMD-PERM, Washmgton, DC 20554, Paperwotk Reduction
Project (3060-0855)  We also will accept your comments wvia the Internet 1f you send them lo
jboley@fec gov  Please DO NOT SEND COMPLET ED WORKSIIEETS 10 THIS ADDRESS.

Remember -~ You are not required to respond to a collection ol information sponsorcd by the Federal
government, and the government may not conduct or sponsor this collection, unless it displays a currently
valid Office of Management and Budget (OMB) control number  This collection has been assigned an
OMBE control number of 3060-0855

Instructions - Page 1



[nsiructions o the Telecommunications Reporuing Worksheet, Form 499A

Chief, Market Disputes Resolution Division
bEnflorcement Bureau

Rim 3-A865

445 12th Streel, S W

Washmgton, D ¢ 20554

C Block 3 and Block 4 Contnibutor Revenue lnformation

Lanes (3001 - 302, 401-402)- Copy the Filer 499 11 from Linc (101) into Lies (301) and (401}, Copy the
legal name of the reportung entity from Lme (102) into Lines (302} and 402)

Lanes (303 -314, 403 — 420) contain detailed revenue data

| Separaung Revenue from Other Contnibutors_to_the Federal Umiversal Scrvice
Suppont. Mechanisms (Biock 3) from End-User _and Non-Teleconmmunicalions
Revenue (B3lock 4) Information  (carrier's carnier vs end-uscer)

In the 1clecommumcations Reporting Worksheet. [ilers must report revenue from (wo broad types of
categories (1) Revenue Trom other contributors Lo the federal universal scrvice supporl mechamsms, and,
(2} Revenuc from all other sources  For the purposes of this workshect revenue from other contributors 10
the federal umversal sernace support mechanisms 15 primarily revenue from services provided by underlying
carriers 1o other carmers or resale, referred to here as "carmier's cammier revenue” or "revenue from resellers.”
Revenue [rom all other sources conststs primanly of revenue provided to end users, referred 1o here as "end

user revenue ™

For the purpose of completng Block 3, a rescller 1s a telccommumnications carmer or telecommunications
service provider that 1) incorporates purchascd (elecommumications services 1nto 1ts own offenngs, and, 2}
can reasonably be expected to contnbule to federal unrversal service support mechanisms based on revenues
[rom thosc offcrings

Note For the purposes of filling out this worksheet - and for calculating contributions to the unrversal
service support mcchanisms — ceftam (elecomimuuications carmers and service providers may be exempt
fiom contribution to the unwversal scrvice support mechamsims — [hese cxcpt ennwes, mcludimg
"mternational only” and "intrastatc only" carmiers and carrers that meet the de sunrmus universal service
threshold, should not be treated as resellers for the purpose of reporung revenues 1n Block 3. That 1s, filers
that arc underlying camcrs should report revenues denived from the provision of telecormnunications to
exempt carriers and providers (including services provided to entities that are de muminus for umversal
service purposes) n Lines (403-417) n Block 4 of the Telecommunications Reporiing Worksheet, as
appropriatc. Underlying carrers must contribute 1o the universal service support mechanisms on the basis
of this revenue  In Block 5, Line 511, however, filers may clect to report the amount of revenue from these
cxempl entities, ncluding de nunimas carniers, that was reported as end-user revenue, so that these revenues

may be excluded for purposes of TRS, LNPA, and NANFPA.

Lach contributor should have documented procedures to ensure that 1t reports as revenues from resellers
only revenues from entities that reasonably would be expected to contnbute to support unversal service.
The procedures should nclude but not be lnmuted lo mamtamming the following mformaton on resellers:
legal namc, address. name of a contact person, and phone number of the conlact person. If the underlying
contributor does not have independent rcason to know that the enuty will, in fact, rescll service and
contribute to the federal unsversal service support mechamisms, then the underlying carrier should either
obtain a signed statcment to that effcct or report those revenues as end user revenues.
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7700 Irvine Canter Drive

Qniim Sulte 405

levine, Callfornio #2518
940 453 3313 * Fax 049 4823.13321

August 21, 2000

Lotel, {nc.

3120 Pean Avenue South
Suite 159

Bloomngton, MN 55431
Ar Teon Qisted

e Universal Service Worksheets due Scptember 1, 2000
Dear Mr Oistad.

Laclosed are tiuwee copies of the Universal Service Worksheers These worksheets will br gsed by the
Universal Servige Adminisration to caleulate the Umiversal Serviee assessmenty (or the penod of January
through Junc 2000 The forms uge due un September 1. Please sign all three of the worksheets in block
120 oa the form and mail one copy to the followmg address:

Form 499 Darta Collection Apent
Amm- 1 on Terraciune

30 South Jellerson Road
Whippany, NJ 07981

Rennn ane copy o me at our Trvine address

QAL Inc.

7700 Irvine Center Drive
Suwize 605

livine, CA 920618

Amn: Glora Hansem

The 1hird copy 15 for your records

Since we are colleeting the USE revenue, we will continue 1o pay the UST bills, If you have any questions,
please call me at (9493 453-3313, axiension 408, or fax me at (949) 453-3321. Thank you.

Smecerely,

/<{/ M/&J@WM% )

Gloma Tlanson
Suitf Accounlanl
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QAI Correspondence of March 26, 2001



7700 lrvine Centar Driva

i
0 B Suite 605

lrvine, Californig 2618
949.453.3313 - Fax 749 452031

March 26, 2001
BY OVERNIGHT DELIVERY

Lecon Osstad

Lofel, Inc

4940 Devonshire Cucle
Excelsior, MIN 55331

K¢ Univercal Service Fund, Lxemplion Certificate

Dear M1, Oustad,

As you know, telecommunications carmiers providing domestic inierstade interexclunge scrvices such as
Latel, Ine ("l.otel™) are required to contribute, pursuant to Section 254 of the Cornmunications Act (47 US.C. §
254) and wmpiemnenung regulations, tules and arders adopred by the Federal Commutnications Comnussion (“FCC™),
ta the Universal Service Fund ("USE™ suppor mechamisms - Such carmers are obhpated to report both end-user
derved revenue and revenue eamed from sales to other carriers (Ucarrier’s carnier revenue™).

Like Lotel, QAT Inc. ("QAI™) 1s vnder an obligauen 1o provide breah-out revenue daty for end-user
revenue and cirmier’s sarnerevenue  In ordo to propenly categorize tevenue detived from Lotel as carnier’s carrier
revenue, QAL requires that an officer of Lotel properly cxecute the enclosed Universal Connectivity Charge
Exempuon Ceruficauon (*Certtlicalion™} and rewusn it to QA6 s agent histed at the hattom of the torm as seon as
possible

It 1e imporzant that Lotel promptly execute and return the Certilication lor severul reasons  First, withou
the Cerufication, QAT will be foreed to melude revenue denived fiom Lotel as end-uyer revenne. What this means
for Lote] 15 that QAL will be oblizated o bill Lotel lor USF surcharzes on alt of Lotel’s domestic interstate and
inlernutiondl usage  Seccond, the Telecommunicanons Reparting Worksheets (1:CC Forms 499-A and 499-Q)
require that Lotel execute such o documenlt {sve Page 15 of the Instructions o FCC Form 499-A)  Thus, 1f T.otel
docs not provide this forny to QAT i will be 1y violation of its FCC filing oblizations.

Please exceote and return the enelosed Cemificanion to QAT's agent by April 9, 2001 1f QAT dnes net
tecelve the Certification by thut dule, il will have no choice but 1o Iist revenue denved fTom Latel as end-uscr
revenue on its FCC Form 499-A (due April 1. 2001) and beyin assessing USE surcharges upon Lotel’s domeslic
mterstate and internanional telecomumunications usage. As o further reminder, please nowe that Lotel must
independently file s own upcommng FCC Form 499-A and all subsequent Telecommunications Reportng,

Worksheets thercafler

L0 you have vny questions, please direat them i wrung w0 CEO, QAL Tne., 7700 Inviine Center Drive, Sure
605, Trvine, CA 92618 (Tacsimule (549) 451-3321) with  copy to C. Jefitcy Tibbels, Esq . Law Offices of Thomus
K Crowg, P C, 23200 M Soect, N'W | Swite 800, Washgron, DC 20337 (Facsimile; (202) 972-2891).

suncerely,

Ok € (oHon

Cliristine Cotlon
Chuef Financial Offiger

Crclusure



Compiete this form if you helreve your company i exempl from being churped Universu! Service Fund (“USF") paymenis
a2y QAL [ne (*QAIY).

Customer Name.

Qal, INC.
UNIVERSAL CONMNECTIVEIY CHARGE LAEMITION CERTIEICATION

("Customer")

C.ustomer Addross

Customer hereby requests an exempuion {rom paymment of any charees ssessed by QA due to contmibutior (0 the USF regime
estublished by the Umiversal Senice Order issued by the Federal Communicanons Comimission (YFCC™). Customer 1s tequired
lo contribute, pursuant to Scction 254 of the Commun-cations Act (47 U.S.C.¢ 254} and implementing regelations, rules and
ordirs, o the universal service support mechanisms  Customer represents and certifies as follows:

13

dn

LA

That Custorner 15 either a telecommunications carrier thal provides mlerstale teleeommunicaitons service (o the public
for a fee on & common canier basts, o a privale service provider that afTes mrieriLale lelecommunicilions service 1
others for a fee on 3 non-common carrier basis

That Customer 1s acquining services from QAT for tesale 1o end-user customers, i.¢, not for 1ts own internal use.

That Customer has fited #s Telecommunicatians Repulatory Worksheet (FCC Form 499-5) wath the Universal Seevice
Admunistrator for the period of January 2000 - func 2000 {3 copy of which 1s attuched lo this Cernficution, with
confidennial informubon redacted), und will conunue to file such Workshects or other forms or documentation os
required By the TCC from ime tw ume. By virtue of such filing, Custorer has qualificd and will connnue to quahify as
an eniiy not subject to QA USF-relined charges

That Customer ackaoewledyres that QAL deto nunation ot cxemption will be bascd upen the informatien provided by
Custerocr in this Certification [n the event QAL cxempts Customer fiom the payment of these QAL USF-iclated
churges (1 whale or in party based wpon the infarmation, 1epresentations and certifications contained in this
Cenificanion, and QAl thereatter determines that the exemption was pranted upon Customer’s lalse, naccurate or
crroncous information, then QAl may ball Custamer lor the UST churpes thul were nol brlled us the result of the
exemplion  Accordingly, i Customer does net provide accurate or nmely mformauon to QAI, Customicr may be
responsible for puymient to both QAJ and 1o the Universal Service Admmustrator for s conttibution to universal service
support mechanisms

that the individual named belaw 1€ sn officer of Custormer and 15 duly wuthorized by Custamer to muhe the
repesentations and cerbifications contained heram on behall of Customer,

CUNIOMER:

By

Numw

Tile

Dale

(Please returs completed and executed Certitication to QAVs apent. QAI Ing., /o Law Offices of Thomas K.

Crowe, P.C., 2300 M Strrect, NW. Suite 500, YWashingtan, DC 20637.)
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Reply to QAI Correspondence of March 26, 2001



PERRY, PERRY & PERRY |

ATTORNEYS AT LAW
SUTTE 270, PARKDALE 1
STEWART R. PERRY 5401 GAMBLE DRIVE
SHAWN M. PERRY MINNEAPOLIS, MINNESOTA 55416 ‘J-EGAL AESIIS‘:ANT
SHANE C PERRY TELEPHONE: (952) 546-3555 BROME L. JAYNES

FACSMMILE: (952) 546-3855
E-MAIL: shawnperry@pemryperryperry com

WRITER'S DIRECT DIAL NO.
(952) 546-3845

April 6, 2001
VIA FACSIMILE AND MAIL

Jeffrey W. Ogren, Esg.
Bochetto & Lentz, PC
1524 Locust Street
Philadelphia, PA 19102

Re Inmark, Inc
Protel Advantage, Inc.
LoTel, Inc

Dear Mr Ogren:

We have conducted an investigation and consulted my Client’s regulatory counsel regarding the USF
issue that you and | have been discussing this week.

On March 26, 2001 Christine Cotton sent a letter to my Clients stating that they hed to sign a Universal
Connectivity Charge Exemption Certification attached to her letter. Regulatory counsel has advised
that this is an attempt to improperly shift the obligation to submit FCC Forms 499S and 499A to the
USAC and to pay the associated obligations from QAI to my Clients. (See, e.g., Instructions for FCC
Form 499A.) Accordingly, my Clients have been advised by regulatory counsel to declinc the
invitation to sign the Certifications. |

After consulting with USAC and regulatory counsel, it is clear that the USAC Staternent of Account
sent to LoTel' in care of QA[ dated March 21, 2001 is for obligations arising from the FCC Form 4998
for the period January 1, 2000 to June 30, 2000. The report was prepared for LoTel by QAI. Since
QAI passed through the anticipated cost of the USF obligation to the end-user customers and collected
the proceeds from the customers for the year 2000, it is obligated to pay the USF obligations billed in
2001 Likewise, for any customers QAI continues to bill, it is obligated to report and pay the USF
obligation.

'Inmark and Protel have not recerved similar letiers from Ms. Cotton or invoices from USAC.
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April 6, 2001
Page 2

QAD’s responsibility to report and pay should be no surprise because QAI has previously
acknowledged its_responsibility in a letter dated August 21, 2000. In referring to its obligation to pay
USF billings arising from the 499S filed in September 2000 QAI stated: “Since we [QAI] are
collecting the USF revenue, we will continue to pay the USF bills.” This admission together with other
legal equitable principles makes it clear that QAl is responsible for the payment and reporting for the
peniods in whach it billed and/or collected revenue from the customers

As stated in my April 4 and 5, 2001 letters to you, on behalf of all of my Clients, we expect that QAI
will do the following:

1. File FCC Form 499A for January 1, 2000 through the date QAI stopped collecting revepue
from customers transferred to my Clients in mid-December 2000.

2 File FCC Form 499A (duc on April 2, 2001) for any end-user customers billed under the
Inmark, Protel and LoTel brands for customers that were not transferred to Northstar, continue
to file future reports and make future payments for such customers.

wl

Pay all USAC invoices that are attributable to the FCC Forms 4995 filed in September 2000.

4. Pay all USAC invoices that are attributable to the filing of FCC Forms 499A that were due on
April 2, 2001.

5 File all reports and pay all obligations for the TRS, LNP and NANP to the extent they are not
covered by items 1-4 above for the periods in which QAT was and 1s billing the customers.

My Clients will file reports and pay the obligations from the time they began billing the customers.

1 will be on vacation next week. If there are any issues that arise related to this letter when I am on
vacation, you may contact Patnck Crocker, Regulatory Counsel for my Clients at the followmg address
and telephone number.

Early Lennon Crocker & Bartosiewicz
151 South Rose Street

Suite 900

Kalamazoo, MI 49007
(616)381-8844

As requested 1n my letters of April 4 and 5, 2001, please confirm that QAl will make the forgoing
payments and regulatory filings.



April 6, 2001

Page 3
Ve Y Yo
hawn M. Perry
SMP/ma
Encl.

cc: Jeffrey Tibbets, Esq. (via facsimile 202-973-2891)
Patrick Crocker, Esq. (via facsimile 616-349-8525)
Clients

PS.  After this letter was prepared, but before it was faxed we spoke and you faxed me the revenue
data this afternoon. I want to make it clear that our final position is set forth in this letter.
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